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REPORT OF AUDIT
or
FINANCIAL BUDGETARY ACCOUNTS
AS OF 30 APRIL 1957

Introduction

1. This report covers an audit at various dates between 3. Jamary and
30 April 1957 of Finance Division general ledger budgetary accounts listed
below and subsidiary allotment records maintained by the eight area divisions:

Account 135 - Confidential Funds Allotted for Confidential
Opsrations

Account 136 ~ Disbursements of Appropriated Funds Chargeable
to Confidential Funds Allotments - DCI
Certification

Account 137 - Disbursements by Fiscal Chargeable to Con-
fidential FMunds Allotments - No DCI Certifi-
cation

Account 138 ~ Disbursements of Appropriated Funds Chargeable
to Confidential Funds Allotments -~ Awaiting
DCI Certification

Account 510 - Unobligated Allotments

Account 520 - Unliquidated Obligations

Acoount 530 -~ Ixpended Appropriations

Our tect of allotment records will be extended to a limited mmber of offices

under the Deputy Director (Support), and our comments thereon will be included
in a separate report.

Scope of audit

2. The audit included a review of mdgetary accounting procedures and
an exanimation of selected transactions. lie inquired into unliquidated
obligations to the extent practicable and reviewed the status of allotments.
Particular attention was given to the manner in which allotment records were
maintained by the area divisions.

All otment record procedures

3. Allotment record procedures for Deputy Director (Plans) Headqarters
25X1 allottees are contained in[_  |dated 30 June 1953. A condensed version

of this notice was issued to Deputy Dirasctor (Intelligence) allottees and to
the 0ffice of Training effective 1 July 1955, as announced in Comptroller

25X1 : Notice[  |of the same date. Individual Deputy Dirsctor (Support)
allottees recelved a similar condensed version informally on various dates

as they assumed responsibility for the maintenance of allotment control reco:idso
| 25X1
9 June 1954, Area divisions have not been entirely consistent in the applica-

25X 1 tion of [ |and the current issuance of a Handbook shculd revitalize

allotment record-keeping and make for more uniformity. We waere informed that

the Comptroller had begun preparation of a Handbook in May 1957.
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Status o7 fiscal years 1955 - 1956 allotment records

hs ummary balances shown in general ledger budgetary control accounts
510, 520. and 530 are itemized by project and by individusl transactior on
the subs:diary allotment control records maintained by allottees, and these
records sre an integral part of the Agency’s officis) accounting system. In
some insiances; hewever,; the allotment contrel records applicable to fiseal
vears 1955 and 1956 were not in agreement with the general ledger accountso
This wzs caused primarily by failure of allottees to maintain the allotment
records cn a current basis., Although complete and current maintenance of the
allotment, control records for a large number of prejects for thiee active
fiscal years 18 a goode=sigzed job, 1t is usually the responsibility of only
one or L employees. Often the employee(s) involved has been unable to cover
all aspects of the work and has concentrated on the essential task of pesting
transactions applicable to the year then current. As a result, maintenance of
the tuo pvior years! records (in this instance fisecal years 1955 and 1956} has
fallen bshind ccnsiderably in soms divisionSe

5 Jf the eight area divisions, only 10 and EE Divisions were curvent on
fiseal yeur 19551956 record-keeping. The other area divisions are working
toward a surrent status for these years except for SE, NEA, and WH Divisions
uhich eonsider it impraciéicable because of the prohibitive time expendicurs
involved 'n their particular cases (WH Division is hopeful. of bringing its
fiscal we «r 1956 records up to date). The Comptroller should raview the
sitnation in the latter divisions and determine the minimum action necessayry
o provic: satisfactory subsidlary records under the circumstances, Some of
the mors ‘mportant recordeieeping duties which nhad not been performed in many
cases subsequent to 30 June 1955 and 1956 were (a) current posting of expende
tures and adjustment of previously cbligated amounts, (b) monthly reconciliation
of allotrmt control record totals with comparable Finance Division amounts,
and (¢) t i monthly submission of a cumlative obligations report to Finance
Division. Since the allotment control records are an integral part of the
accountin: sysitem, every effort should be made to maintain them in a current
and accur te manner. Failure to do 8o results in erroneous budgetary date
for indiv dual projects, misstatement of general ledger budgetary accounts, and
loss of accounting control over unliquidsted obligations, It is recommended
that theComptroller make periodic inspections of allotment records so as to
render &n - necessary guidance and assistance to the allettees in the maintenance
of these 'ocords. Such visits would al
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year 1957 are generslly
ctory condition. However, NFA and SE Divisions should give more

Lo certain aspects of the work. Our recommendatiocns to NEA Divie

& maintenance of fiscal year 1957 records are contained in a sepa-
andum. SE Division had not reconciled its allotment records to
vision balances. Also, it was difficult o locate specific obligate
aL8 becsuse project files generally did not differentiate betwsen
and unliguidated obligations and documents applicable to the three
3 wers intermingled. SE Division has already started corrective
noth these items. A1l area divisicns should of course, maintain

v 1957 and succeeding year records on a current basis and in the
manner until the alloiments lapse,
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Overoliizabion of allotments

. Pinance Division "Status of Allotuments” report as of 30 April 1357
showec a fairly large number of individual area division allotments to be over-
obligzted (i.e., expenditures or obligations in excess of allotments). How-
aver, osach area division stayed within the over-all limitation of total funds
allottaed to it. Overobligations taken from the Finance Division report are
preseried in the following tabulation. The overobligation mey be increased
or decreasad when area divigions complete the reconciliation of allotment con-
trol racords to Finance Division's balances.

Uvercbligations
FY 1957 FY 1956 FY 1955
Mumber of Number of Humber of
Division Allotments Amount Allotments Amount Allotments _Amount

Ie 1 5 3,176 1 B 1,515 1 $ 2,059
EE 3 10,055 8 40,965 10 18,143
SI 3 10,59 9 43,317 5 5k, LOkL
NEA 9 39,618 32 178,156 23 289,718
SE 1 39,015 2 3,815 1 L, 261
Wit 13 18,819 3k 63,291. 17 37,699
WE a/ 4o g/ 536,167 7 237,987 6 21,321
R _ 18,108 _30 195,598 3 299,522
7 705,552 123 $76L, 6Lk 2 pr27,l27

a/ Funds for the period 1 April - 30 June 1957 had not

" been credited to the allotment accounts as of 30 April.
As of . May there were seven projects with overobliga-~
tions totaling $10,082.

8 4rea divisions may, and frequently do, request increases and de-
ereages curing the year in individual project allotments as operational needs
diectats, subject to individual project limitations set by the Project Review
Commitae or other authority and the over-all ceiling of the anmual furding
progyamn, The Office of the Comptroller, Budget Division, usually approves
al). mach requests. Similar approval has not been granted for supplemsr:tal
allotments requested after the close of the fiscal year excepi on a salective
basig, bocause the Budgst Division beliaves that supplemental allotments should
be requested and approved in advance of obligation and not made for the purpose
of elirinating "red" balances on the allotment records. Area divisions have
expres:ot the opinion that they should be allowed more flexibility in the man-
agement of their funds and should be permitted to rearrange their allotment
structore within their existing funds after the ¢lose of the year when 211
transactions have bean finally recoxrded and soms "red" balances have developed.
They pcint out that the nature of the Agency's operations make accurate fore-
casting extremely difficult in many cases, Thay also state that they are
frequently requested to relinquish part of “heir funds to finance an emergency
operation only to diszcover later that commiitments already in process in the
field have caused ths reduced allotments to become overobiigated. Although
area divisions are indeed faced with diffficult administrative problems in the

control & EQaE.ARALER M0 NG REPu LI\ ReDPIeR0}F88 00D2b 044 GOBY- Regulations
ané Fublle Law prohibit overobligatalonew Improvg ,Tn‘at in futare
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years wuen allottess enjoy more flexibility throagh a greatly reduced mumber of
allotuerts. as contemplated in Dureaw of the Budget Bulletin lo. §7-S. In %he
meantim.: svery pessible effort should be mada to stay within authorized allot~
ments, rariicularly in view of the increasingly tight funds situation.

Unliquicated oblipaticns

¢s Gummary data on unliquidated obligations as of 30 April 1957 for area
divisiors, compared te total obligations for these divisions, is presented in
the following tabulation:

F.¥. 1957 F.¥. 1956 Fo¥. 1955 05X1

Amoant Parcent Anount Percent Amount “arcent

Ixpendiiaras...

Unliquicated
oblizations. .

Total otiipa-
tions ~ Area
Divisions.. ..

Specific information is available, of ecouxse, only on those unliquidated sbii-
gations applicable to the Headquarters portion of project allotments (de:nils
are not osrdinarily available on obligations reported in sbation accountings).
The btulik o charges to Headguarters portions of allotments were for routine
administeatilve items such as payroll and travel s> excepdt for I0 Division where
charges “enresented primerily operational advances.

1G. i"iscal year 1957 has a large percentage of unliquidated obligations
primarily bacause of the two- to four-month lag in the roeceipt and processing

tion oi “wunl charge applicable to area divisions), It is impraciicabls to
evaluate the validity of fiscal years 1955 and 1956 unlicuidetbed obligations
becauss :f the status of allotment records for those Yaurs, However, based
upon tes.s of the records and discussions with area division of figials, it is
sstimats ihat unliquidated obligations were overstated ____ |and 25X1
vor fiseal years 1955 and 1956, respectively, as of the datss we
visited “he divisions. We bolieve that unliquidated obligations could he held
%o a minimwa by (a) maintaining allotment records on a current bagis, () re-
viewing :regularly the unliquidated obligations applicable to Headguarters
allotmen s for the purpose of canceling or adjusting wherse possible, and
{e) cirevlarizing fleld stations veriodically for the same purpose. 4As sson
as fisca' y:ars 1955 and 1956 resords hewve besn broight up to date, all usie
liquidated shligations should, of course, be reviewed and any nscessary reduc-
ticns maca. Ares divisions on occcagion, Lut usually not as a routine practice,
requert ileld stations to *firm up® uvnliguidated obligations with fairly good
results., For example, one WE Station recomnanded reductions in obligations in

May 1957 oﬁwomm%mnmmijaﬂiwmﬁ dtivaly,
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in response to such a requoest. e beliave that results obtained may wmrrant
extending the practice and suggest that the Deputy Director (°lans) give con~
sideration to initiating it as uniform periodic procedure for all arca divi-

sions,

iiscellaneous audit findings

12. Some other miscellaneous andit findings are discussed briefly in the
following paragraphs: '

a. Thres divisions (SE, FT, and I0) maintain the allot-
ment control records in pencil. e believe that these
formal accounting records should be maintained in ink.

b. The estimated cost of PCS travel from Headguarters to
Class A stations ls obligated on the latter's records
since travel accountings wlill be rendered in the fiald.
SE Division also obligates this itan during the year
agajinst the Headguarters portion of the allotment for
raference purposes and then reverses the accummlated
anount at the year end. This practice causes a tempo-
rary duplication of obligations (£155,150 for one fis-
cal year 1956 allotment) and should be discontimued.

¢, A few instances were noted whore correction of the
fiscal year was mads on expenditure documents by Finance
Divigion without notifying the area division involved.
Finance Division Operating Procedure| | igsued 25X1A
subsequent to these cases requirses that area offices be
advised of all such corrections.

Property anthorization records

12. Although we reviewad property authorization records and examined
selected transactions, we did not make a comprehensive study of applicable
proceduras hecauss & representative of tha 0ffice of the Comptroller informed
us that revisions probably will be made in the present property authorization
systern under Agency implementation of the "Improvement of Financial Manage-
ment” program. Ve noted that three area divisions were maintaining property

anthorizat control records in a manner different than prescribed by
25X1A ag discussed below:

4, NEA and JE Divisions do not record property authoriza-
tion transactions in the spaces provided on the present
allotment control record btut use separate forms which
rrovide space only for recuisitions and not for property
issues. Thus, these subsidiary records cannot be related
directly to Finance Division general ledger control ac-
ccunts for igsues and unfilled requisitions.

. SE Division uses the prescribed property record tut does
not post property issues monthly from the IBM listing
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provided. Instead, it accamulates issues on a separate
workshaet and, when requisitions are completely filled,
posts total issues for each requisition to the property
anthorization control record. Under this method post-
ings to the property anthorization control records are
not made concurrently with postings to Finance Division
general ledger accounts and therefore amounts shown for
ismues and unfilled requisitions will usually differ
from those shown by Finance Division.

The Comptroller should review the property authorization procedures followed
by NEA, VE, and SE Divisions and determine whether they represent satisfactory

compliance with|

13. The

Administrative Action Requested

mattors comented upon in this report which, in our opinion, re-

quire administrative action are summarized as follows:

Action by the

Deputy Director (Plans)

8¢

b,

Co

d.

£.

Action by the

Complete the work on fiscal year 1957 records (SE
Division) and maintain fiscal year 1957 (and suc-
ceeding years) allotment records on a current basis
and in the prescribed manner until the allotments
lapse. (Paragraph 6)

Make every effort to stay within authorized allot-
ments. (Paragraph 8)

Review for possible cancellation or adjustment the
Headquarters unliquidated obligations for fiscal
year 1955 and 1956. (Paragraph 10)

Give consideration to a uniform procedure for the
periodic cireaularization of field stations for possible
cancellation or adjustment of unliquidated obligations.
(Paragraph 10)

Maintain allotment control records in ink. (Paragraph lla)
Discontime recording PCS travel expense to Class A sta-

tions against the Headquarters portion of project allot-
ments. (Paragraph 1lb)

Comptroller

g

Complete the preparation and issunance of a Handbook on
allotment control procedures for Headquarters allottees.

(Paragraph 3)
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he Determine action necessary by SE, NEA, and WH
Bivisicns to provide satisfactory subsidiary
records. (Paragraph 5)
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io Consider making periodic inspections of the allote
ment records of all allottees. (Paragraph 5)

Jo Review the property authorization procedures followed
by NEA, SE, and WE Divisions and determine Ta.athm"

they represent satisfactory compliance with 25X1A

(Paragraph 12)

Headguaiers Audit Division
Date of Reports 27 June 1957
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